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Preface 


As this century draws to a close, Canada is a country of troubling paradoxes. 


In the Spring of 1996, the United Nations Human Development Index ranked Canada as 
the world leader in health, wealth, and education, surpassing 174 other countries. Yet at 
the same time, UNICEF reported that Canada was among the worst countries in the 
industrialized world in our rates of child poverty. 


Through careful planning and rigorous commitment, Canada is getting its fiscal house in 
order. Yet at the same time, Canada has made no inroads in tackling child poverty. In 
fact, the number of children living in poverty has increased 46% since 1989. 


We are at a crossroads. We can create conditions that will address the paradoxes and allow children 
to flourish, or we can continue on a path of increasing child poverty and national disparities. 


Canadians and our elected representatives must explore the range of options that are available to 
address the growing insecurity of a generation of children. 


In 1994, the Child Poverty Action Group prepared a discussion paper which Campaign 2000 released, 
called Investing in the Next Generation: Policy Perspectives on Children and Nationhood. It identi- 
fied three foundations of a life cycle strategy for healthy child development. These were 


Ha supportive social security system; 
Ha responsive community support system including child care; and 
national strategies to generate sustaining employment opportunities. 


Crossroads for Canada: A Time to Invest in Children and Families, focuses on the first two of these 
foundations, a social security system which will protect and enhance the living standards of families 
with children, and a responsive comunity support system. 


This discussion paper does two things. It challenges assumptions that have been major barriers to 
Canada investing in income security for families and children; and, it proposes a positive option. 


We can change the prospects for the next millennium. The time has arrived to invest in children and 
families. 
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1 A Life Cycle Strategy 


"We have concentrated our attention on the subject of the aged and of aging in its 
broadest sense. It is a normal and natural phenomenon of human life which concerns 
all of us and have deliberately rejected the idea of defining "services" to the old peo- 
ple as "welfare services". 


Senator David Croll, Chairman 
Final Report of the Special Committee of the Senate on Aging 
February 2, 1966 


ith this proclamation, the Senate report challenged Canadians to recognize that the aged 

were not a "problem group", but rather " a group beset by problems", the result of 

changing economic and social circumstances. The test of this challenge would be to 
devise systems of support and care that would not confer upon the aged identities of inadequacy. This 
meant reducing the use of welfare programs as primary sources of support, since for many Canadians 
the use of these programs conveyed messages of deficiency and failure. 


One of the great Canadian achievements of this century has been to develop a comprehensive sys- 
tem of support and care for the elderly which recognizes the vulnerabilities and difficulties of aging. 
As a result, we developed programs which focus on the life cycle requirements of a 


| “Any discussion of helping 
vulnerable children by erod- 
ing support to vulnerable se- 
niors, will leave considerable 
numbers of both populations 


in states of deprivation and 


population, rather than on the dependencies of its most vulnerable members. We 
invested in a floor of income security programs to create the conditions for self 
reliance, and to prevent the elderly from falling into states of deprivation. 


The most potent indicator of our common achievement was the virtual elimination 
of social assistance as a primary source of income and social support for the elderly 
in Canada. Instead, we have an income security system organized by the federal 
government that provides common but differentiated support to median, modest, 
and lower income seniors. At the provincial level, there are a wide range of services 
and programs which respond to the living requirements of the elderly for care, stim- 
ulation, and accommodation. 


despair. " 
Our commitments to seniors is powerful evidence that where the political will exists, 


we have the capacity as a nation to create the conditions of well being for large parts of our popula- 
tion through social investments in a life cycle strategy. 


We must preserve and enhance this legacy, and not allow it to be stripped of its integrity in difficult 
times. This legacy demonstrates what we are capable of at our best as a nation. It offers hope that 
we can commit ourselves in a similar manner to other critical parts of the life cycle, such as families 
with children, who are also going through difficult economic and social times. 


Any discussion of helping vulnerable children by eroding support to vulnerable seniors, will leave con- 
siderable numbers of both populations in states of deprivation and despair. The last thing we need as 
a nation is the division that comes from promoting intergenerational conflict. This can only be in the 
interests of those who are not committed to the care of either generation. Instead, we are challenged 
to reaffirm the common stake we have, whatever generation we belong to, for the well being of all 
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parts of the life cycle. The common mission we face is one of promoting intergenerational reciproci- 
ty and trust. 


In November 1989, all parties in the House of Commons voted unanimously to work for the elimi- 
nation of child poverty in Canada by the year 2000. It is now seven years later, child poverty levels 
have grown by 46% since 1989, and we have yet to prepare a plan or develop a social investment 
strategy to honour this commitment. 


In recent months, there have been some encouraging signs. The premiers and the federal government 
are pursuing the development of a reformed child benefit system designed to assist working poor 
families. This is an important start, and will be the first test of a national will to invest in children. It 
will be important that national funding for this measure not come from deinvesting in other vulner- 
able groups such as modest income families, seniors, the unemployed, students, or single adults and 
parents on welfare. Investing in one group through deinvesting in others is not the road to social well- 
being. The source of public revenue for the reformed child benefit will be a telling indicator of 
whether the initiative is a down payment on a comprehensive strategy, or a terminal measure to close 
the file on child poverty. 


Honouring the 1989 commitment will require the will to invest in a life cycle set of initiatives for chil- 
dren and families, similar in scope to the framework of programs and services developed for seniors 
three decades ago. It will require the will to redirect 2.0% - 2.5% of G.D.P. by the next half decade 
to a social investment strategy which: 


a) creates a floor of decent living standards for modest and low income families; 

b) endows all young children with the stimulation and care for a healthy start in life; 

¢) provides parents with family time options during formative periods of their children’s lives; 
d) protects the living standards of children when parental separation occurs; 


€) assures every academically qualified child in Canada of financial access to post secondary train- 
ing and studies, without having to incur and carry massive life debts into adulthood. 


A life cycle strategy recognizes that a mix of income and services are essential to enhance the condi- 
tions of well being for children (Haveman and Wolfe, 1995; Steinhauer, 1996). Neither is sufficient on 
their own, each requires the other to be effective. Income support programs address 


the impacts of material deficiencies and economic stress on the quality of the home 
environment for children. With improvements in living standards, parents can | 1 


become more active contributors to the healthy development and stimulation of chil- 
dren. Service programs enhance the social and cognitive capacities of children, pro- 
mote parental knowledge and skill, can identify and treat difficulties early on in a 
child's life, can facilitate access to extended networks of support, assure parents of 
quality care while in the labour market, provide emergency care and protection dur- 
ing periods of crisis, and mediate as required tensions and conflicts within families. 


Some groups attempt to discount the economic hardships of poverty by recasting 
low income as a problem of "money", implying that no one ever has enough and 


"A life cycle strategy recog- 
nizes that a mix of income 
and services are essential to 
enhance the conditions of 


well being for children.” 


oe eee 


so what will providing more public income really achieve. Those who create a false polarity by dis- 
missing income as inconsequential do not reflect recent research findings on the social dynamics of 
disparity and deprivation in determining relative states of well being. 
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A. Population health studies reveal that the impacts of poverty are deeper than have been suspect- 
ed. While material deprivation influences the physical conditions of good health, the psycho social 
hardships of deprivation and disparity take a profound toll on states of morbidity and mortality 
[Evans, 1994]. To live in poverty is to experience the debilitating stress of strain and exclusion, part 
of a broader phenomena that is correlated with social differentiation. Distributions of income are 
emerging as significant indicators of relative population health states [Wilkinson, 1992]. 


"Increasingly, social scientists have emphasized the importance of relative poverty and of 
the way it excludes people, socially and materially, from the normal life of society . . The 
social consequences of people's differing circumstances in terms of stress, self esteem, 
and social relations may now be one of the most important influences on health". [168] 


B. Longitudinal studies on poverty populations in Canada and the United States confirm the destruc- 
tive impacts of economic hardships on children, and the importance attached to income support. 


Lipman, Offord, & Boyle, 1994 


"Poor children in Ontario are at increased risk for psychosocial morbidity... Our mul- 
tivariate analysis demonstrated low income as a significant marker for all three outcomes 
(psychiatric disorder, poor school performance, social impairment), regardless of the pres- 
ence or absence of other familial variables (low maternal education and family dysfunc- 
tion). This suggests that low income influences child psychosocial morbidity through 
pathways that include other factors besides low maternal education and family dys- 
function". [435] 


Duncan, Brooks Gunn, & Klebanov, 1994 


“We consider that family income and poverty are powerful correlates of the cognitive 
development and behavior of children, even after accounting for other differences - in 
particular family structure and maternal schooling- between low and high income fami- 
lies ". [296] 


Korenman, Miller, & Sjaastad, 1994 


"The developmental disadvantages of long term poor children appear not to be account- 
ed for by maternal and familial characteristics associated with poverty, such as family 
structure, maternal educational attainment, or academic ability. In models that control for 
these factors, differentials by long term income/needs ratios remain large, with poverty 
negatively related to performance on cognitive assessments". [28] 


"Our results confirm that poor children in the United States are at heightened develop- 
mental risk in early childhood and show that these risks are substantial among the long 
term poor. Our findings suggest that cash assistance should be given renewed consider- 
ation in the search for policies to help reduce developmental deficits among poor chil- 
dren". [30] 


Garrett, Ng'andu, & Ferron, 1994 


"It appears that, when the economic situations of poor families improve, parents use 
these resources in ways that enhance the quality of the child's environment ... Poor par- 
ents who experience even a small improvement in income are better able to allocate 
resources to meet children’s basic needs. Improvements at low income levels may also 
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permit parents to supplement expenditures that were barely adequate, substantially 
enhancing the human and material conditions under which children are raised. Even 
modest increases in income may substantially reduce the stress that poor parents expe- 
rience, thereby allowing them to be more responsive to children and their needs. 
Statistical interactions with the NLSY (National Longitudinal Study on Youth) data are 
consistent with the general notion that the real value of an additional dollar is greater to 
a family of limited than adequate means". [342-3] 


McLanahan & Sandefur, 1994 


"... something must be done immediately to reduce the economic insecurity of children 
growing up in single-parent families. Low income or income loss is the single most impor- 
tant factor in accounting for the lower achievement of children in single-mother families. 
It accounts for half of the difference in educational achievement, weak labour force 
attachment, and early childbearing”. [154] 


These studies confirm that any serious strategy to address child poverty cannot evade the crisis of 
declining living standards for working families. Services are most effective when they are not having 
to contain or reverse the liabilities of chronic and acute economic stress. Teachers, child welfare work- 
ers, public health nurses, and early childhood educators know how limited their impacts can be when 
the hardships of home environments spill over into their work with children and families. 
Improvements in living standards help children and families benefit from the investments we make in 
public services. 


A life cycle strategy begins with a national commitment to assure every child in Canada the condi- 
tions of a healthy start. Distress and stagnation experienced in the early years confer lifelong impair- 
ments in the physical, cognitive, and social development of children. Deficits accumulate into liabili- 
ties which are carried into schools and classrooms, and which in turn shape a syndrome of lowered 
expectancies that follow children into youth and young adulthood. 


From a life cycle perspective, the early years are the ones we understand best through three decades 
of extensive research and field innovations - yet, as a nation, these are the years in which we have 
invested the least . There are five critical dimensions of well-being which should be addressed in 
strategies to assure a healthy start for every child in Canada. 


A. Sustenance 


Goals 


i to assure every young child the material conditions of essential nutrition, shelter, and safety during 
active, formative, and critical periods of early physical development; 


Hi to assure parents of young children the material necessities to endure the physical demands of 
active parenting. 


Requirements 


@ the promotion of labour market policies which provide family earners with sustaining wages and 
sufficient hours of work; 


@ a social security system which assures families with parents in the labour market that they will 
not have to raise their children in poverty; 
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ia) 


a social security system to replace subsistence living on social assistance for parents engaged in 
the full-time care of young children, and who are not expected to be in the labour market; 


services to enhance parental knowledge of nutrition, budgeting, and home management; 
services to reduce high risk parental practices (drugs, alcohol, tobacco] during pregnancy and 
early childhood. 

Attachments 

Goals 


to reduce the levels of psychosocial stress in the home environment associated with the economic 
hardships of daily living; 


to promote family time options which enhance opportunities for parental bonding and engage- 
ment with their children; 


to extend parental access to supportive environments of reassurance and reciprocal assistance. 
Requirements 


levels of income support which alleviate the exhaustion and distress of managing depleted fam- 
ily budgets; 


a social security system which allows parents in working families to determine the most appro- 
priate allocation of time between work and parental care; 


services which confer positive recognition for the capacities and efforts required in committed parent- 
ing. 
Physical and Social Health 


Goals 


to promote early detection of biogenetic defects, psychosocial disorders, and social difficulties 
within families; 


to modify the impacts of identified conditions on children’s functioning, family capacities, and on 
the social cohesion of the home environment. 


Requirements 


services to enhance parental awareness and knowledge of symptoms for which professional con- 
sultation should be secured; 


ready availability of a full range of assessment, treatment, mediation, and protection services; 


preservation of public health insurance in Canada to ensure that all children have common access 
to high quality primary and specialized care. 
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D. Stimulation 
Goal 


@ to assure every young child the range of opportunities essential to acquire core cognitive and skill 
capacities, such as language development and sociability, in the multiple environments in which 
effective early learning occurs. 


Requirements 


@ that infants and toddlers have access to a range of public environments which stimulate play, 
motor development, and expression; 


Hi that from the age of three years, a public system of primary education opportunities be available 
for children across Canada; 


@ that family budgets be sufficient to enable parents to enrich the home as a learning environment, 
and to expose children to cultural experiences in the community. 


E. Community Care 
Goals 


HM to assure parents in the labour market of child care environments which enhance the cognitive 
and developmental strengths of their children; 


8 to assure women and children in crisis secure places of safety, and the support necessary to reori- 
ent their lives; 


@ to provide pregnant women, isolated and without sustaining resources, supportive accommoda- 
tion through gestation and into the early periods of infancy. 


Requirements 


H a national commitment to finance within every community of Canada a comprehensive and 
financially accessible system of quality child care services which complements the high standards 
expected of parental care; 


@ a network of crisis facilities and supportive housing which recognizes the fragilities and contin- 
gencies which emerge in family relations. 


Developing an effective mix of income and services for the early years will require that we develop the 
public will to redirect national wealth towards major social investments in children and families. In order 
to redeem the value of investments, we must ensure that the level of mix reaches thresholds of signif- 
icance to be effective. Investing too little could be wasteful. Research findings suggest that isolated 
income or service initiatives, at low levels of magnitude, will fail to generate the synergistic and additive 
effects that can reverse negative life trajectories for most vulnerable children and place them on path- 
ways to well-being (Haveman & Sawhill, 1992). 


Public policy officials should be cautious when “experts” suggest that there are scientific recipes for low 
cost mixes, or surefire blue chip winners. This has been the approach pursued in the United States, with 
the worst social outcomes for children and families in the industrialized world. The Canadian way has 
been to recognize the scale of public investments required to secure national priorities, find the means to 
meet our targets, and as a result reach thresholds of significance in the quality of our common life. 
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We require societal strategies at other major stages of the life cycle - the elementary school years, 
adolescence, and the transitions to young adulthood. The enhancement of living standards remains 
essential throughout the life cycle period. But the context is somewhat different in the domain of ser- 
vices. As a country, we have made major investments in public institutions to support the cognitive 
and social development of older children and youth. There remain critical gaps in areas such as the 
inclusion of children and youth in the cultural arts, services to homeless youth, and transitional sup- 
ports for young people moving from foster care to independent living. Of special concern, are the 
prospective impacts of massive debts for postsecondary studies on lowering the educational 
expectancies and influencing the academic performance of children from working families entering 
secondary schools (Hauser,1993). 


The challenges we face in a life cycle strategy are fivefold - enhance the living standards of working 
families, invest heavily in the early years to promote a healthy start, protect public services for older 
children from indiscriminate spending cuts, address gaps at key transition periods, and develop strate- 
gies in local communities to make the best use of available public and civic resources (Shields, 1995). 
We will only eliminate child poverty as part of a broader national commitment to strengthen families, 
and improve the life quality and life chances of all children. 
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2 Canada's Record of Support 


hild poverty in Canada is a symptom of a serious decline in living standards for increasing 

numbers of working families. This decline arises because as a nation we have failed to pro- 

mote a Jabour market capable of providing sustaining wages for family providers, and have 
failed to invest in social security systems to protect children and families during hard times. 


The Labour Market 


We are witnessing a growing polarization of earnings among families with children. There is a clear 
divide emerging in earnings between the upper 40% of families [whom we designate as advantaged 
and affluent], and the bottom 60% of working families [whom we designate as median, modest, and 
poor]. 


Changes in Market Income by Quintiles, Families with Children, 1984-1994 


— 


Weeks Worked Market Income 
Affluent + 5.0% +7.7% 
Advantaged + 9.4% +5.6% 
Median + 8.1% +1.1% 
Modest + 0.6% -5.2% 


Poor - 17.3% - 20.5% 


Source: Center for International Statistics, Canadian Council on Social Development [CCSD] 


Within the upper family group, there have been clear gains in earnings during the past decade even 
though it has required more hours in the labour market. In sharp contrast, median income families 
spent 8.1% more time in the labour market for a meager 1.1% increase in market incomes. Modest 
income families with relatively the same time in the labour market saw their earnings decline by more 
than 5%. Poor families had fewer hours in the labour market, with a steep decline in market incomes. 
Two kinds of social stress emerge for working families - economic poverty in which parents are less 
able to provide the necessities of life, and family time poverty in which parents are stretched and 
exhausted in carrying out care responsibilities. 


The conventional response to this pattern is to cite skill deficiencies as the reason for lower earnings. 
However, skill enhancement cannot compensate for a labour market that is increasingly generating low 
wage places. Among G-7 countries, Canada has the worst earnings dispersion at the low end of jobs, 
and the second highest incidence of low paid employment for full time workers. The earnings disper- 
sion at the upper end of the labour market in Canada is more consistent with 6-7 patterns. 
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COMPARATIVE WAGE DISPARITIES, G-7 COUNTRIES 


A. Eamings Dispersion by Decile Ratios *, 1993 


Decile 5 / Decile 1 Decile 9 / Decile 5 

1. Germany 1.44 1. Italy 1.60 
2. France 1.64 2. Germany 1.61 
3. Japan 1.65 3. CANADA 1.82 
4. Italy 1.75 4. Japan 1.84 
5. United Kingdom 1.86 5. United Kingdom 1.79 
6. United States 2.05 6. France 1.99 
7. CANADA 2.21 7. United States 2.03 


* Ratios are for the upper earnings limit of each decile based primarily on weekly or 
hourly earnings. 


Source: OECD (1996). Employment Outlook, July: Table 3.1 


B. Incidence of Low Paid Employment* for Full Time Workers 


4. Haly (1993) 12.5% 
2. France (1995) 13.3% 
2. Germany (1994) 13.3% 
3. Japan (1994) 15.7% 
4. United Kingdom (1995) 19.6% 
5. CANADA (1994) 23.7% 
6. United States (1994) 25.0% 


* Low pay is defined as less than two thirds of median earnings for all full time workers. 


Source: OECD (1996). Employment Outlook, July: Table 3.2 


These patterns reflect the outcome of public policies and business practices in Canada to pursue 
strategies of labour thinning for workplace efficiencies and savings. While the balance sheets of gov- 
ernments and enterprises are improved through thinning, the stock of sustaining work for families is 
diminished. Micro efficiencies for employers lead to macro deficiencies for family providers. Policies 
which neglect minimum wages, weaken collective bargaining, and promote widespread privatization 
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of public services together serve to destroy family wages. Nor are some of these strategies essential, 
as is frequently claimed, in order to protect employment access for more vulnerable groups. The 
OECD review of low paid employment comes to a conclusion of profound significance for labour 
market policies in Canada 


"... there is little evidence to suggest that countries where low paid work is less prevalent 
have achieved this at the cost of higher unemployment rates and lower employment rates 
for the more vulnerable groups in the labour market such as youth and women." [76] 


A national commitment to enhance the living standards of working families with children must adopt 
policies and practices which improve the quality of wages at lower ends of the labour market. 


Social Security 


Canada has one of the worst records of financial support for working families with children among 
industrialized countries within the OECD. Other industrialized countries are also going through peri- 
ods of economic restructuring but have understood the need to support families with children. In 
Canada, we have heard that public benefits should go to "those most in need" - yet we have stripped 
modest and median income families of social security benefits without enhancing the circumstances 
of the poor. 


It is time to rethink this contention about public benefits being only for “those most in need". Public 

benefits are not charity for the deserving poor but basic contributions to the living standards of work- 

ing families. Together with income generated from employment, public benefits 

enable working families to sustain a decent quality of life for children. Most median h _ : 

and modest income families can rarely generate the level of earnings necessary to Public benefits are not 
secure essential amenities such as quality health care and schooling through private charity for the deserving 
means. Nor can these families meet mortgage commitments and save for contin- 

gencies at the same time. poor but basic contribu- 


Social security benefits protect working families from falling into hardship during tions to the living standards 
periods of transition and risk, recognize me additional costs of raising children, facil- of working families. ” 

itate home ownership, can enhance family time options around work and parental | 
care, enable working families to save for future requirements of their children, and 

reduce the polarization in living standards among children. In a period of volatile employment earn- 


ings, social security benefits assume a more critical role as reliable sources of assured income to help 
bring some stability to family budgets. 


Proponents of the public charity model seek to exclude modest and median income families from 
public benefits by creating the artifice of three social classes - poor, middle class, and rich. Hence, 
those who are not poor are by definition middle class and do not “need” public benefits". In this for- 
mulation, families raising children with incomes of $35,000 a year are as well endowed as families 
with incomes of $75,000. This piece of social wisdom could only be argued by those who have never 
experienced the difference. 


There is another disturbing dynamic which is also at play, and that is the unwillingness of certain seg- 
ments in Canada to invest in anyone's children other than their own [Novick, 1994]. Drawing upon 
the ethos of a consumer culture, children are viewed as a life style choice to be pursued when the pri- 
vate means are available. Other people are not to be burdened with this choice. Each family is expect- 
ed to advantage their child with the best opportunities that private resources can secure, to compete 
and succeed in the new global order. As a result: 
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Table 2.1 


COMPARATIVE FAMILY SUPPORT AND COMPARATIVE NATIONAL WEALTH 
Annual Value of Basic Child Benefit for a Median Income Family With Two Children 
Ages 7 and 11, 1994; Real GDP Per Capita (PPP$), 1993, in Selected OECD Countries 


Comparative Family Support Comparative National Wealth 
Country Basic Child Benefit Country Real GDP/Capita 
Rank 1994 (Can $) Rank (PPP$) 1993 
1. Austria 3,920 1. United States 24,680 
2. Belgium 3,917 2. CANADA 20,950 
3. Norway 3,731 3. Japan 20,660 
4. Sweden 2,925 4. Norway 20,370 
5. Netherlands 2,650 5. Denmark 20,200 
6. Japan? 2,490 6. Belgium 19,540 
7. Denmark 2,486 7. France 19,140 
8. United Kingdom 1,889 8. Austria 19,115 
9. United States? 1,811 9. Germany 18,840 
10. Germany 1,805 10. Sweden 17,900 
11. France 1,748 11. Netherlands 17,340 
12. CANADA 936 12. United Kingdom 17,230 
Notes: 
* Conversion to Canadian dollars based on foreign exchange rates in mid 
January,1994. 


Benefit value of tax exemption for 2 children at a combined central and local tax 
rate of 30%. 


> Benefit value of tax exemption for 2 children at the U.S. federal rate of 28%. 


Sources: 


OECD (1995). The Tax/Benefit Position of Production Workers 1991-1994 , Parts III and IV 
UNDP (1996). Human Development Report 1996, Table 1 
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“Children lose their collective status, and are no longer the ancestral and progenitorial bond 
of national continuity. Instead, they become private presences whose entry into the world is 
occasioned by the pursuit of private fulfillment. The child of choice becomes the responsibil- 
ity of the adults who choose. The life quality and life chances for children increasingly reflect 
the arbitrary fortuities of family origins and bio-genetic endowments". [vii viii] 


International evidence [Bradshaw et al, 1993] suggests that those countries unwilling to support mod- 
est and median income families do not care for poor families either. The most reliable predictor in lev- 
els of child benefit packages is the willingness [not necessarily the capacity] of people to contribute 
public revenue for the common good of all families. Proponents of the public charity model tend to 
be the same groups arguing for general tax cuts. In seeking to lower their public revenue contribu- 
tions irrespective of the social consequences, these groups have abstained themselves from investing 
in the future of Canada. 


Unfortunately, the contentions of the abstainers have dominated Canadian public policy debates for 
over a decade. The results are evident in the declining living standards of working families, and the 
persistence of high levels of child poverty in Canada. We have witnessed the erosion and stagnation 
of public support for working families in Canada, as highlighted in the following four trends: 


A. Table 2.1 indicates that Canada provides the least generous basic child benefit to median income 
families among major industrialized countries. While currency conversions and purchasing power 
equivalencies might shift actual amounts, it is the positioning of the Canadian contribution which is 
of strongest concern. It is also important to note that levels of national wealth [capacity] are not the 
most reliable indicators of generosity. Generous countries such as Austria, Belgium, the Netherlands, 
Sweden have lower levels of wealth than less generous countries such as Canada and the United 
States. National values, and the political will to act on these values, appear to be significant determi- 
nants of levels of public support for the well being of families. 


B. Table 2.2 demonstrates the impacts on modest income families in applying the principles of the pub- 
lic charity model to Basic Child Benefit and GST Family Tax Credit payments. The result is high confis- 
cation rates of public benefits for families struggling on tight incomes of $35,000 and $40,000 a year, 
particularly when there are two earners seeking to survive on lower paid employment. When combined 
with average marginal tax rates of 41% on market earnings, the real tax on modest family incomes is 
quite high, and should be contrasted with the tax treatment of RRSP contributions and proposed 
reduction rates of 20% in other public programs which consolidate benefits. 
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Table 2.2 


CANADIAN SUPPORT OF MODEST INCOME FAMILIES, 1994 
Combined Reduction Levels in Child Benefits and the GST 
Family Credit for Families With Two Children Ages 7 and 11 

* Full Child Benefit $2,040 

* Full GST Family Credit $608 


Net Family Combined Benefit Reduction Combined 
Income’ Annually Monthly Reduction Rate 
$35,000 -$ 908 -$ 75.67 ~34.3% 
$40,000 $1,312 -$109.33 49.5% 


* Source of family income through one provider, or through two providers with below 
average earnings as illustrated 


Net Family Two Providers 

Income Primary @ 65% Secondary @ 35% 
$35,000 $22,750 $12,250 

$40,000 $26,000 $14,000 


C. Child benefit payments to poor families have been increased marginally through the introduction 
of a work income supplement with a family value of $1,000 in 1998. However, for a poor family with 
two children ages 7 and 11 the total benefit in 1998 of $2,540 will only meet 28% of the average 
poverty gap of $9,234 for two children in 1994 [Campaign 2000, 1996]. Moreover, through partial 
deindexation of all child benefits each year, the maximum benefit of 1998 will lose 18% of its value 
by 2006. As a result, the value of the 20% increase in the maximum child benefit in 1998 will have 
been virtually wiped out eight years later. Many Canadians are not familiar with the intricacies of 
deindexation and constant dollars, but senior public policy officials certainly are. Canadians have to 
ask whether giving with one hand to the poor, and taking away with the other, are practices consis- 
tent with core national values. And it is somewhat curious how silent the proponents of giving to 
“those most in need" have been in opposing these practices. 


D. Changes in eligibility and benefit levels of Unemployment [now Employment] Insurance have 
resulted in reduced availability of coverage to working families during the difficult period of a job loss. 
From 1989 to 1994 the proportion of unemployed parents without U.I. protection grew from 28% 
to 41%, leaving 350,000 more family providers without replacement income [Campaign 2000, 
1996]. Social insurances were designed to prevent earners from falling into hardship and poverty. If 
more unemployed primary providers are compelled to resort to social assistance for support, then 
public policy is responsible for placing children into poverty. 
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Canada cannot claim to be a generous nation in its financial support to working families, especially 
during this difficult period of economic restructuring. We have a serious deficiency of jobs with sus- 
taining wages for family providers, and this alone should have prompted us to respond. In addition, 
we are going through the same social and cultural upheavals as other western countries with a growth 
of lone parent families. Other countries have recognized a public responsibility to protect the living 
standards of children through these upheavals. 


During the past decade, we have failed to improve our social security system for families with chil- 
dren. We have allowed child poverty to persist and social disparities to grow. We are embarked upon 
the path of a low wage, low tax society with all the division and despair that the people of Britain and 
the United States have come to know. 
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3 Dimensions of Child Poverty 
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heightened risks and diminished opportunities, but does not provide an understanding of the 

family circumstances in which poverty occurs. Nor does it identify forces shaping states of 
poverty, how changes in the economy might influence their prospects and what is the scope of the 
problem to be addressed. 


T: statistic that 1.3 million children live in poverty quantifies the number of children with 


The Family Environments of Poor Children 


There are popular images that large numbers of poor children are the result of young women having 
children frequently in their teenage years. This image serves to shift public concerns to issues of 
responsible youth behaviour, with the view that moral and cultural initiatives can reduce premature 
parenthood and therefore levels of child poverty. These images on the family origins of child poverty 
are inappropriate for Canada, with the data telling another story. A typical poor child has a parent in 
the age group of 35-44, followed by the 25-34 age group. In fact, there are twice as many poor chil- 
dren with a parent aged 45-54 than with a parent under 24. 


The older age ranges of poor parents suggests that limited labour market opportunities, a weak social 
security system, and the diminished earning capacities of single parents combined with a lax child sup- 
port system are more significant contributors to the fall into poverty for parents. 


Age of Older Parent Poor Children, 1994 

Number Per cent 
35-44 542,000 40 
25-34 483,000 35 
45-54 195,000 14 
<24 101,000 7 


55+ 41,000 3 


Source: Centre for International Statistics, CCSD 


The family structures of poor children reveal that 55% of poor children live in husband-wife families, 
with 43% in lone parent While the incidence of poverty in lone parent families is exceptionally high 
[53%], the level of poverty in husband-wife families [11.5%] is much higher than the poverty rate 


for all families [including single parents] in European countries such as the Netherlands and Sweden 
[with rates of 7%-8%]. 


The growth of lone parent families is not a Canadian phenomena, nor particular to North America. 
Every industrialized country in Europe is experiencing the sare phenomena. The public policy issue is 
whether children and women who find themselves in lone parent families should be condemned to 
chronic poverty, or whether there is a social responsibility to recognize that marital dissolution is a con- 
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dition of modern life, and that the living standards of children and women parenting on their own 
should be protected. European societies with strong commitments to the well-being of children 
and parents have had little difficulty in determining which direction should be pursued. 


Family Structure Poor Children, 1994 
Number Per cent 
Husband-Wife Families 748,000 55 
Lone Parent 583,000 43 
Other 31,000 2 
Total 1,362,000 100 
ase _ 


Source: Centre for International Statistics, CCSD. 


Child poverty is more than a personal state of living. It also conveys the levels of disparity in a 
society, and the extent to which families at the bottom are less able to advantage their children 
than other families. Significant disparities in family living standards erode democratic values of 
equal opportunity in allowing the accident of birth to disproportionately determine which chil- 
dren will be well provided for in their development and prospects, and which children will require 
extraordinary personal resilience to have a fair chance in life. 


A review of the quintile share of income indicates an extreme level of disparity between the rich- 
est and poorest 20% of families with children. While the average family income in the affluent 
quintile is 2.17 times the average in the median quintile, it is more than six times the average in 
the poorest quintile. 


The 33% quintile ratio of poor families to the median of is a source of deep concern. The accept- 
ed European measure of poverty places groups below 50% of the median as poor. The depth of 
poverty for Canadian families is unacceptably high. A commitment to enhance the living stan- 
dards of poor children would have us adopt as a national goal raising the quintile average of bot- 
tom families to 50% of the median. The would require an average growth of $8,400 in family 
incomes of the lowest quintile to an average of $24,800, thereby creating a living standard above 
poverty. 


Similarly, a quintile ratio of 69% of modest families to the median points to a higher disparity 
from the median for this group than for advantaged families. If modest income families were to 
be at a similar distance from the median as advantaged families, then the quintile ratio of mod- 
est families to the median would improve to 75%. This would require an average growth of 
$2,750 in the incomes of modest families, to an average of $37,190. 
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Families with Children 
Income Levels by Quintile, 1994 


— 


Quintile Quintile Range Quintile Average pe “4 Median 
Affluent $76,445+ $107,800 2.17 
Advantaged $57,075-76,075 $69,985 1.33 
Median $41 ,950-57,075 $49,590 1.00 
Modest $26,420-41,950 $34,435 69 


Poor <$25,420 $16,375 33 


The economic circumstances of families with children in poverty are not homogeneous. The financial 
reliance on earnings or social assistance very considerably, as do patterns of labour market participa- 
tion. About half of poor children live in families who rely upon social assistance as their main source 
of income during the year. For other families, social assistance supplements spells in the labour mar- 
ket. The proportion of families relying on social assistance is about one-third for husband-wife fami- 
lies, but increases to almost three-quarters for children with lone parents in poverty. 


The substantial reliance of poor families on social assistance does not confirm general states of “depen- 
dency", which decoded suggests that poor parents have little motivation to be in the labour market and 
prefer to be supported by others. Nearly 58% of poor children live in families where a parent has been 
in the labour market during the year. Another 13% of poor children are in lone-parent families without 
earnings, but with a pre-school child, and where there is a less clearly defined labour market expecta- 
tion of parents. Only 29% of poor children live in families without employment earnings, where there 
is a clear expectation for parents to be employed. However, even for this minority of families, it is far 
too facile to attribute “dependency” to them in light of high unemployment levels and the inferior qual- 
ity of low end jobs in Canada. There is no strong evidence to support the assumptions of workfare pro- 
grams that most poor parents lack the motivation for employment. 


Poor Children by Labour Force Participation of Parents During 1994 


In Labour Force Not in Labour Force 
Number % of Families Number % of Families 


Husband-Wife 555,000 41.4% 207,000 15.5% 
Lone-parent/No 

Pre-school! Child* 135,000 10.1% 183,000 13.7% 
Lone-parent/With 

Pre-school Child 83,000 6.2% 176,000 13.1% 
Totals 773,000 57.7% 566,000 42.3% 


* no children in family under six years of age 
Source: Centre for International Statistics, CCSD 
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The continuing poverty of a majority of children with parents in the labour market should be a source 
of national concern. It highlights the need to go beyond aggregate measures of employment growth 
to examine the quality of jobs which are being created. Not only do we have a jobless recovery, but 
we have a job poor recovery as well. The polarization of family market incomes suggests that there 
is considerable variation in the quality of jobs created at the upper and lower ends of the labour mar- 
ket. There are fewer ladders of opportunity at the lower ends, and more bogs and turnstiles, as par- 
ents work full-time for poverty wages or move in and out of contingent jobs. Around 25% of poor 
children live in families where parents have been employed full year, full time. Another 33% of poor 
children live in families where parents have insufficient hours in the labour market, along with defi- 
cient wages. Limited labour market hours can reflect both the unavailability of employment, as well 
as the unavailablity of suitable child care services. 


Poor Children by Levels of Parent Employment During 1994 


Full Year, Full-time Full Year, Part-time Part Year 
Number % of Number % of Number % of 
Families Families Families 

Husband/Wife 288,000 21.5% 72,000 5.4% 195,000 14.6% 
Lone Parent/ 
No Pre-school 30,000 2.2% 16,000 1.2% 89,000 66% 
Lone Parent/ 
With Pre-school 17,000 1.3% 10,000 0.7% 56,000 4.2% 
Totals 335,000 25.0% 98,000 7.3% 340,000 25.4% 


a es 


Source: Centre for International Statistics, CCSD 


Poverty Gap 


The “poverty gap" is a measure of how much the income of a family falls short of the poverty line. 
The total poverty gap is an indication of the scope of public initiatives required to address child pover- 
ty. In 1994, the total poverty gap for families with children was $5.9 billion.’ For the 1.3 million poor 
children, the average gap is $4,400 per child. This should put to rest any notion that most poor chil- 
dren live at or near the poverty line. On average, they live far below the poverty line. A poor fam- 
ily with two children lives on average $8,800 below the poverty line. 


Deep levels of poverty indicate that we must reconstruct our income support systems for children and 
families if we are to make significant reductions in child poverty. We must decide as a nation on how 
much we value full time parental care of young children, and on our willingness to support families 


* The conclusion that a program spending $5.9 billion could eliminate child poverty is tempting but 
false. Such a program would spend not a penny on the near-poor and would have to reduce support 
by one dollar for each dollar of income a family has from other sources ( with clear work disincen- 
tive effects). The cost of any feasible program which would significantly reduce child poverty is sev- 
eral times greater. 
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so that young children do not start their lives in abject poverty. We must also assure parents of qual- 
ity child care when we expect them to be in the labour market. Over the longer term, we must 
address labour market deficiencies if we hope to see more families come out of poverty through sus- 
taining employment. 


Poverty Gap per Child Proportion of Poor Children 
less than $500 5.4% 
$500-999 6.8% 
$1,000-$1,999 15.7% 
$2,000-$3,999 26.6% 
$4,000-$5,999 20.5% 
$6,000- $7,999 11.3% 
$8,000-$9,999 6.7% 


$10,000 7.0% 


Source: Special tabulations by the Centre for International Statistics based on the 
Statistics Canada Survey of Consumer Finances. 


Child Poverty and Macro-Economic Indicators 


The following charts are of child poverty rates in the 1980's and 1990's compared to unemployment 
rates and economic growth. The conclusions from the two charts are important for understanding 
child poverty. First, child poverty rates are highly correlated with unemployment rates; roughly equal 
to the unemployment rates plus 8%. 


The simple conclusions are as follows: 


when the unemployment rate increases by 1%, the child poverty rate increases by 1% or about 
70,000 poor children 


Ha drop of more than 4 percentage points in the unemployment rate, to levels of 5% - 6%, would 
remove around 300,000 children out of poverty. 


One can also explore the fanciful notion, “what would the child poverty rates be without unemploy- 
ment” - the equation suggests about 8%. This extrapolation cannot be taken seriously - the point 
here is that levels of child poverty are clearly related to labour market conditions. Some children are 
poor for social as well as economic reasons. The example of lone parents with pre-school children 
comes to mind. Many are not in the labour market for a variety of reasons - a desire to remain at 
home with their children, the shortage of appropriate child care, or finally, the inability to command 


labour market income which would exceed social assistance after accounting for child care and other 
employment related costs. 
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Unemployment Rates and Child Poverty Rates, 1980-1994 
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Unemployment Rates and Child Poverty Rates, 1980-1994 
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The relationship between child poverty and economic growth as measured by the annual growth in 
GDP is apparently weaker. Economic downturns are associated with increases in child poverty but 
economic recoveries do not translate into immediate downturns in child poverty. There is likely a 
delay in the impact of GDP growth on unemployment rates which is the more direct determinant of 
child poverty. As well, we have not used periods of economic growth to invest in the improvement 
of social security systems for children and families. 


Relying on general economic growth to reduce child poverty will be less effective than directly reduc- 
ing unemployment and strengthening our social security systems. The prospects for reducing child 
poverty through general economic growth are limited as the traditional link between GDP growth and 
the growth of sustaining employment appears to be weakening - the jobless and job-poor recovery. 


Annual Change in GDP and Child Poverty Rates, 1980-1994 


Per Cent Rate 
Change in GDP. 


{ok 


The data in this section has been presented to foster an understanding of the complexities of child 
poverty and the family circumstances of poor children. This understanding can inform a more effec- 
tive strategy for address the needs of Canadian children living in poverty. 


The most significant observations are: 


7 the majority of poor children do not live a few hundred dollars below the poverty line. They live 
several thousands of dollars below the poverty line - the average is $4,400. A program which 
increases child benefits by a few hundred dollars per child will relieve some economic need but 
will not significantly reduce poverty rates. 


@ an unemployment rate of 5% - 6% would remove around 300,000 children from poverty. 


CROSSROADS FOR CANADA | A TIME TO INVEST IN CHILDREN AND FAMILIES 


@ in husband-wife families employment does not eradicate poverty. About one-third of poor chil- 
dren in these families had a parent working full-time full-year. For these families, adequate wages 
would be an effective anti-poverty strategy. For the 27% of these families with no employment 
and the 26% with part-year employment the culprit is limited employment opportunities. 


Hf a majority of lone parents of poor children rely on social assistance. It is important then as part 
of any poverty strategy that affordable, accessible child care be made available for women wish- 
ing to enter the labour force. For the parents of very young children who wish to remain at 


home, where there is no strong expectation of employment, income support for these families 
will need to be enhanced greatly. 
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4 A Social Investment Fund 


"Canada currently has des- 


for Canada's Children 


in Canada. Ottawa and a majority of the provinces will now jointly undertake new national 

initiatives in the social policy field. A life cycle strategy for children will require active roles for 
both the federal government and the provinces, with each level assuming a mix of social responsibil- 
ities consistent with their mandate and capacities. 


f\ s this century comes to an end, we are embarked upon the development of a new federalism 


If the new federalism is to succeed it will require deeper political commitments across Canada. We 
will no longer be able to rely upon the unilateral use of the federal spending power by the Parliament 
of Canada. The provinces will be challenged to develop national perspectives which transcend 
regional divisions. A new national approach will have to accommodate aspirations for increased social 
policy sovereignty among federalists in Québec, particularly in the domain of children and families, in 
recognition that the government of Québec has the primary responsibility to protect and enhance 
francophone culture, institutional traditions, and social cohesion within its territory. A similar accom- 
modation will be required by Ottawa and the provinces with the aboriginal peoples of Canada, and 
their governments, on the distribution of social responsibilities for the well being of 
aboriginal children, both on and off native territories. 


The new federalism is fraught with unparalleled complexities which can easily lead 


ignated funds for two of the to a process of paralysis, and stagnation. Alternatively, developing a life cycle strat- 


three life cycle periods - pen- 


egy for the well being of children in Canada can serve as the common mission to 
bridge differences and demonstrate that the new federalism can lay secure founda- 


sions for seniors, and em- tions for nationhood into the twenty-first century. 


ployment insurance for adults In the current fiscal climate, we are not optimistic about the prospects for generat- 


ing the social investments required for children and families through general gov- 


- but is without a life cycle ernment expenditures. The process of fiscal deficit reduction, and the general desire 


fund for children." 


to maintain balanced budgets for the next while, have required governments to 
lower public expectations on the scope and capacity for new spending. Increasing 
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general expenditures for children and families could be taken as a precedent for a 
whole range of other spending claims on governments. Political reticence to open the gates on gen- 
eral spending would lead to further delays and to continued neglect of children and families, or at 
best to periodic gestures of marginal reallocation. On the general revenue side, there is less public 
trust in giving politicians blank checks for discretionary spending. 


We must develop a new national approach in the social care of children and families. The ability to 
meet our responsibilities to current and succeeding generations of children should never be captive 
again to the fiscal practices of the time. This principle is recognized in the social insurances where 


revenue is designated and set apart from general expenditures to protect the capacity to meet future 
obligations. 


Canada currently has designated funds for two of the three life cycle periods - pensions for seniors, 
and employment insurance for adults - but is without a life cycle fund for children. 
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Designated funds, in the form of social insurances, have been the predominant approach to financ- 
ing social security systems in much of western Europe [Messere, 1993]. They have proved to be sta- 
ble mechanisms in difficult fiscal times, popular with citizens who are willing to contribute for pur- 
poses they value, and transparent in the public's understanding of what they get in return for their 
contributions. Social security funds are institutional expressions of national values, founded on prin- 
ciples of mutual care and intergenerational reciprocity, and are powerful indicators of states of social 
cohesion. The public challenge in the operation of funds is to preserve the integrity of the purposes 
for which they were established, and to avoid transforming them into instruments of public charity. 
For social security funds to preserve their national character, they must remain inclusive and benefit 
a majority of working families and adults. 


In recent years, there has been renewed interest in exploring earmarking and designation as public 
revenue strategies [Schultze, 1992; Wilkinson, 1994]. In the United Kingdom, both Labour and 
Liberal Democrats are offering new approaches to social protection and public financing based on 
strategies of transparency and designation. There have been proposals in Canada for the creation of 
a family security bank (Champagne, 1993) and of a social fund for children (Campaign 2000, 1994). 
We continue to believe that there is considerable merit in this approach. 


We propose that the establishment of a social investment fund for children and families in Canada 
become a serious option for national consideration. 


An undertaking of the scope that we propose requires careful deliberation. It is not an initiative that 
can be implemented immediately. We do not seek endorsement of the proposal at this time but a cli- 
mate of serious consideration. In our judgment, honouring the 1989 House of Commons resolution 
to eliminate child poverty by the year 2000 requires a strategy and a plan by both the federal gov- 
ernment and the provinces. The scope of what is required cannot be achieved with anything short 
of a life cycle focus, and a commitment to undertake major social investments. As we move to the 
next century, Canadians have an opportunity to become global leaders in promoting the healthy 
development of children and families. 


We believe that a social investment fund for children and families is socially desirable, politically cred- 
ible, administratively feasible, and economically beneficial. What we propose to do in this section is 
outline some principal features and benefits of the proposed fund. 


A. Joint Management 


Consistent with the new federalism, a social investment fund would be a joint initiative of the feder- 
al government working with a majority of the provinces to develop the principal components of the 
fund. Joint management would mean an agreement on national goals and guidelines, the develop- 
ment of proposed initiatives and benefit systems, the creation of fiscal envelopes from which Ottawa 
and the provinces could draw to meet delegated responsibilities, joint structures to monitor social out- 
comes and to ensure that government initiatives meet national guidelines, and a strategy to generate 
designated public revenue. 


A number of features in a joint management approach are already embedded in the organization and 
management of the Canada Pension Plan, including provisions for Québec to organize and adminis- 
ter its own plan. Provincial governments reticent to be active participants would have to explain to 
their electors why the well-being of children and families was secondary to the reasons for their non- 
Participation. In any event, opting out provisions could exist in the plan in areas of provincial respon- 
sibility, with the uses of opted out dollars to be consistent with the national guidelines established by 
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the federal government and a majority of participating provinces. Roles assigned to the federal gov- 
ernment - raising revenue and providing benefits - would be carried out in all provinces, including those 
where provincial governments had opted out of formal participation. 


B. Principal Features 


We envision a social investment fund which would initially have three major components, each with 
a clear contribution to a life cycle strategy, These would include: 


@ A Comprehensive Child Benefit System which would remove 800,000 children from poverty, and 
reduce child poverty levels in Canada by 60%. If we were also able to reduce unemployment levels 
to 5% - 6%, then this would remove another 300,000 children from poverty. With both these mea- 
sures, we would meet our commitment to honour the 1989 House of Commons resolution. 


An enhanced Basic Child Benefit would reduce the destructive impacts of economic hardships on poor 
families, would bolster the declining living standards of modest income families, and make our sup- 
port of median income families comparable to higher levels within the OECD. A Family Care 
Supplement would remove parents caring full-time for young children from subsistence living on 
social assistance. 


The introduction of an Advance Maintenance Payment for child support would recognize that the liv- 
ing standards of children and women who lose the contributions of a separated earner must be as 
actively protected as are the living standards of workers who lose earnings through unemployment. 
Workers are protected through social insurance irrespective of whether the employer has met contri- 
bution requirements. It is the role of the federal government to ensure that premiums are paid. 
Children and women deserve no less protection. The protection of their living standards can no 
longer be treated as a private issue, but one of common concern. 


@ A national envelope for provinces to develop a Comprehensive Early Development and Child Care 
System in every community across Canada. The healthy development of children in their early years 
is too important a national priority to be left to the constraints and competing claims on general gov- 
ernment budgets. Promoting the well-being of young children should be assigned a secure place in 
the national accounts of Canada. Designation in a national fund would allow us to proceed on acom- 
prehensive approach in each province to fill major gaps in early development and child care programs. 
As a nation we should establish a clear benchmark on what percentage of our national wealth we 
wish to assign to the healthy development of children [eg, 0.5% - 1.0% of GDP], and develop a multi 
year plan to reach this benchmark. 


@ A National Youth Education Endowment Plan which would assure each academically qualified 
young person financial access to a first post secondary program of studies or training. This objective 
would be consistent with the plan of U.S. President Clinton to expand student support through two 
years of college or university. Our proposed plan would tell every young person, particularly those 
from working families, that if you succeed in high school and qualify for a recognized post secondary 
program of full-time studies or training, there is a public endowment of up to $20,000 waiting to help 
finance your education. Students could draw up to $5,000 a year from the endowment, for up to 
five years, while they were in a full time program. The level of the endowment would be related to 


family income, with advantaged and affluent parents expected to meet their obligations through pri- 
vate provision. 
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The endowment plan would address fundamental social violations of democratic values in which youth 
of the advantaged compound their advantage by graduating into careers and starting their family lives 
debt-free, while youth of working families growing up with fewer private advantages enter adulthood 
economically and psychologically burdened with massive debt. The private returns of post secondary 
education, far less assured in the current labour market, can be repaid through contributions over a life 
time to a progressive tax system. We estimate the annual cost of the endowment plan at around $3.0 
billion, based on current full-time post secondary enrollments of 900,000 (Campaign 2000, 1996), and 
that 60% of students would qualify for full or partial support. 


C. Cost and Benefit Estimates for a Comprehensive Child Benefit System 


The Comprehensive Child Benefit System is an opportunity to invest in the future of Canada’s chil- 
dren. It has three components; a Basic Child Benefit which will substantially reduce child poverty; a 
Family Care Supplement which will eradicate poverty for families with pre-school children; and an 
Advance Maintenance Payment to assure custodial parents the regular receipt of benefits from non- 
custodial parents from child support orders. 


The cost of the Comprehensive Child Benefit System will depend on its detailed design, but we pro- 
ject that it would cost an additional 13 billion dollars. The new system would reduce child poverty by 
about 60%, removing about 800,000 children from poverty. 


Estimated Fiscal Effect of the Comprehensive Child Benefit System 


Increased cost of the Basic Child Benefit $ 11.1 billion 
Projected cost of the Family Care Supplement $ 1.7 billion 
Projected cost of the Advance Maintenance Payment $ 0.5 billion 
Number of children removed from poverty - 800,000 
Reduction in child poverty levels — 59% 


i) Basic Child Benefit 


1 Child 2 Children 
Maximum per child $4,200 $8,400 
Turning point where benefit begins to be reduced $18,000 $18,000 
Reduction rate 10% 20% 
Amount paid at $45,000 of income $1,500 $3,000 
Benefits at $45,000 of income as a percentage 
maximum benefits 35% 35% 
Tax credit for high income families $ 420 $ 840 
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The Basic Child Benefit would provide support of $4,200 per child to the poorest of families. The 
value of the support would be reduced by a proportion of family income over $18,000. The reduc- 
tion rate of the Basic Child Benefit controls how quickly benefits would be reduced with additional 
income. It would vary by the number of children- 10% for families with one child, 20% for families 
with two children, and 33% for families three or more children. The value of the Basic Child Benefit 
would reduce to zero for higher income families, but a non-refundable tax credit would assure that 
all families receive public recognition for the social contribution of parenting (the tax credit would 
equal 10% of that paid to the poorest of families). 


Based on this design, the Basic Child Benefit would cost about $11.1 billion more than the current 
expenditure of $5.2 billion for child benefits. The total cost of the Comprehensive Child Benefit 
System would be $18.5 billion, less than the $24.5 billion projected for the seniors benefit in 2001. 


Table 4.1 


Comparative Value of the Current and Proposed Basic Child Benefit by Family Income 


SS 


Current Basic Proposed Basic Current Basic Proposed Basic 
Child Benefit Child Benefit Child Benefit Child Benefit 


One Child Two Children 
Maximum Benefit $ 1,020 $4,200 $2,040 $8,400 
Turning Point $25,921 $18,000 $25,921 $18,000 
Reduction Rate 2.5% 10.0% 5.0% 20.0% 
Net Income 
$0 $1,020 $4,200 $2,040 $8,400 
$5,000 $1,020 $4,200 $2,040 $8,400 
$10,000 $1,020 $4,200 $2,040 $8,400 
$15,000 $1,020 $4,200 $2,040 $8,400 
$20,000 $1,020 $4,000 $2,040 $8,000 
$25,000 $1,020 $3,500 $2,040 $7,000 
$30,000 $918 $3,000 $1,836 $6,000 
$35,000 $793 $2,500 $1,586 $5,000 
$40,000 $668 $2,000 $1,336 $4,000 
$45,000 $543 $1,500 $1,086 $3,000 
$50,000 $418 $1,000 $836 $2,000 
$55,000 $293 $500 $586 $1,000 
$60,000 $168 $420* $336 $840* 
$65,000 $43 $420* $86 $840* 
$70,000 + $0 $420* $0 $840* 


* Claimed as a tax credit 
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Proposed levels of support for the basic child benefit are consistent in scope and progressivity with 
new seniors benefits announced this year by the federal government. In order to be fully equivalent, 
the Comprehensive Children's Benefit should be fully indexed in a manner consistent with existing 
and projected seniors benefits. 


Projected Benefits for Seniors’ and Families with Children? 


Income Single Family - Senior Family - 
Level Senior One Child Couple Two Children 
$20,000 5,160 4,000 10,320 8,000 
$30,000 4,350 3,000 9,510 6,000 
$40,000 2,350 2,000 7,510 4,000 
$50,000 350 1,000 5,510 2,000 
$60,000 nil 420* 3,510 840* 
$70,000 nil 420* 1,510 840* 


$80,000 + nil 420* nil 840* 


* Value of the new Seniors Benefit in 2001 
? Value of proposed Basic Child Benefit in this paper 


* Tax credit 


ii) Family Care Supplement 


An additional Family Care Supplement would be provided to lone-parents and couples with a pre- 
school child. This provision would work much like the Guaranteed Income Supplement which brings 
support for poorer seniors closer to the poverty line. The Family Care Supplement will top-up the 
Basic Child Benefit to the poverty line for lone parents and couples on limited earnings. The support 
level would be reduced by 50% of income from other sources. 


The cost of this provision can be offset by eliminating any Social Assistance which is currently paid to 
these families. This type of Family Care Supplement for families of young children aged zero to five 
would increase costs by about $1.7 billion. If it were limited to families with younger children, e.g. 
age zero to three, then the cost could be reduced proportionately. 


The details of such a provision would depend on federal-provincial agreements covering several issues 
-- definitions of spouse, the design of existing child support assurance programs, child's age for eligi- 
bility and measures to prevent abuse. 
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Table 4.2 
COMPARATIVE TAX REVENUE 


Total Tax Revenue as % of GDP 
Three year moving average 
G-7 countries, 1970, 1993 


Tax Revenue 1970 Tax Revenue 1993 
1. United Kingdom 36.0% 1. France 43.9% 
2. France 35.1% 2. Italy 42.6% 
3. Germany 33.4% 3. Germany 39.1% 
4. CANADA 31.1% 4, CANADA 36.1% 
5. United States 27.0% 5. United Kingdom 34.2% 
6. Italy 26.5% 6. Japan 28.7% 
7, Japan 19.5% 7. United States 27.1% 
G-7 Country Average 29.8% G-7 Country Average 36.0% 
Canada: Ratio to G-7 1.04 Canada: Ratio to G-7 1.00 


% Change 1970-1993 


1. Italy +60.8% 
2. Japan +47.2% 
3. France +25.1% 
4. Germany +17.1% 
5. CANADA +16.1% 
6. United States +0.4% 
7. United Kingdom 5.0% 
G-7 Country Average +23.1% 
Canada: Ratio to G-7 0.70 


Source: OECD (1996). Revenue Statistics of OECD Member Countries, Table 5. 
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iii) Advance Maintenance Payment 


The Comprehensive Child Benefit could also be used for an advance maintenance system for parents in 
receipt of child support. The system would advance half of child support payments to modest and low- 
income custodial parents, usually mothers, and the federal government would recover the full amount 
from the non-custodial parent, usually the father. Around $1.2 billion of child support is currently paid 
to parents with incomes under $40,000 (Revenue Canada statistics). There would be start up expendi- 
tures, but the net cost should be modest since most of the benefit should be recoverable from the non- 
custodial parent, particularly if Revenue Canada was assigned collection responsibilities. 


D. Financing the Fund 


We arrive at a delicate moment in the proposal for a social investment fund - how to pay for an ini- 
tiative that when fully implemented would require us to generate more than $16 - $20 billion in new 
public revenue. The culture of tax resistance in Canada is fuelled by an array of frequently repeated 
contentions: 


that Canadians are among the heaviest taxed in the industrialized world; 

that the competitive demands of globalization require low tax levels and restrict national options; 
that there is boundless waste and inefficiency in the use of tax dollars 

that taxes "take money out of the economy;" 

that that payroll taxes in Canada are high and are “a killer of jobs;" 


that corporations don't pay taxes but are able to transfer all taxes to consumers; 


that taxes are “confiscation” of private income. 


Responding to each of these contentions is beyond the scope of this paper. However, frequent repe- 
tition of allegations does not confirm their validity. A number of the key contentions are clearly not 
borne out by the facts. Perhaps the time has come for an open public discussion to determine if any 
of the above contentions can bear the light of evidence in their current formulation. 


We should begin by reviewing Canadian tax levels relative to G-7 countries to examine comparative 
contribution rates. A number of conclusions can be drawn fron Table 4.2. Canadians were at average 
tax levels in the G-7 in 1970, and remained there in 1993. During this period, there have been higher 
growth rates of tax revenue in four G-7 countries, including Germany and Japan, both with strong 
economies, As of 1993, levels of tax revenue in Japan exceed those in the United States. Canadians 
are not as heavily burdened as we have been led to believe. If we were to have the same tax levels as 
Germany, we could readily finance a social investment fund for children and families. 


Table 4.3 examines the different ways in which countries meet their public revenue requirements. In 
Canada, we have relied more heavily on personal contributions and taxes on property. Even with the 
GST, Canadian consumption taxes are at the G-7 average. Canadian corporate contributions are at 
the low end of the G-7. If Canadian corporations were contributing at the G-7 average, they would 
be providing an additional $20 billion in public revenue each year. 
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Table 4.3 


COMPARATIVE PUBLIC REVENUE SOURCES 
As % of GDP, G-7 Countries, 1994 


— 


Personal: 
Taxes on Income and 


Social Security Contributions 


1. Germany 

. CANADA 

. Italy 

. United States 
. France 


. United Kingdom 


N DO WwW ££ WN 


. Japan 


G-7 Country Average 


Canada: Ratio to G-7 


Consumption Taxes 
1. France 

. United Kingdom 
. Italy 

. Germany 

. CANADA 

. United States 


N DO WwW FPF WN 


. Japan 


G-7 Country Average 
Canada: Ratio to G-7 


11.6% 
11.5% 
10.9% 
10.8% 
8.7% 
4.4% 
3.8% 


8.8% 
0.99 


Corporate: 
Taxes on Income and Social 
Security Contributions 


1. France 13.4% 
2. Italy 12.4% 
3. Japan 9.1% 
4. Germany 8.9% 
5. CANADA 6.4% 
6. United States 6.2% 
7. United Kingdom 6.1% 
G-7 Country Average 8.9% 
Canada: Ratio to G-7 0.72 


Taxes on Property 


1. CANADA 4.0% 
2. United Kingdom 3.7% 
3. United States 3.3% 
4. Japan 3.2% 
5. France 2.3% 
6. Italy 2.3% 
7. Germany 1.1% 
G-7 Country Average 2.8% 
Canada: Ratio to G-7 1.43 
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Source: OECD (1996). Revenue Statistics of OECD Member Countries: Tables 10,12,16,18,22,26. 
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There are other perspectives worth noting in assessing our national capacity to generate the public 
revenue required for a social investment fund. 


H Shillington (1996) observes that even though personal income taxes are nominally progressive, 
they cease to be effectively progressive once incomes reach the $40,000-$50,000 range. This is due 
to the impacts of tax expenditures in wiping out progressive features of the income tax system for 
higher income groups. 


i Lin, Picot, and Beach (1996) indicate that in 1993 Canada had the lowest payroll taxes in the G-7. 
If high payroll taxes kill jobs, then how do we account for the inferior performance of the Canadian labour 
market [high unemployment, poor low-paid jobs] with the lowest payroll taxes in the G-7. 


Ernst and Young (1993) conclude that: 


",.. there are still major gaps in our knowledge of the impacts of taxes on business loca- 
tion decisions. Little formal empirical work has been done on Canadian data, and many 
of the U.S. studies are seriously flawed in the choice of tax measures or the economic 
techniques applied" [204-5] 


KPMG (1995) assures U.S. investors that the favourable currency exchange rate in Canada com- 
pensates for higher domestic costs such as tax levels. 


Boadway (1995) maintains that, even in the global era, countries have far greater latitude than is gener- 
ally allowed in choosing levels of taxation consistent with national purposes. If there is a constraint, it is 
in the social attitudes of citizens and what prompts them to be more or less generous at different times. 
This would suggest that levels of public revenue in Canada are less related to economic capacity, and more 
to political will. This has been evident during the past year in two areas: 


Canadians recognize the need to strengthen the Canada Pension Plan, and are prepared to see 
contributions nearly double over the next period. This will require increases in public revenue of 
around $13 billion, or more than 1.5% of GDP. 


Mi Projected general tax cuts of $6 billion in Ontario, with disproportionate benefits to the most 
advantaged, represent a social reassignment of $13 billion in public revenue when scaled to Canada. 
This makes it hard to accept the proposition that we "can't afford" to invest in children and families. 
It would be far more accurate to state that we choose not to. 


The social investment fund could be financed as follows: 


i) Both the federal and provincial governments would commit themselves to a common reference 
year in preserving current expenditure levels in areas to be supported by the fund. 


ii) Personal Contributions 


Some revenue for the Social Investment Fund could be raised from a designated progressive assess- 
ment on gross income. This special tax would be structured as follows: 


- one half on one percent on gross income over $10,000 
- one percent on gross income over $50,000 
- two percent on gross income over $100,000 


We estimate that such a special tax would raise about $5 billion. 
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We choose gross income for this tax base to achieve a truly progressive contribution. The current 
income tax is not sufficiently progressive because too many deductions are allowed to undermine the 
progressivity of the system. Income tax utilizes a progressive rate structure but that rate structure is 
applied to taxable income. Taxable income is income after generous deductions for pension savings, 
RRSP's, capital gains and unnecessary dividend tax credits. 


li) Corporate Contributions 


Major contributions to the social investment fund should come from the corporate sector. This must 
be done in a fashion which is sensitive to Canadian corporations engaged in international trade. 


The appropriate tax base for a special corporate tax is a matter worthy of some discussion. Different 
taxes could include corporate income taxes, payroll taxes, property tax, capital taxes. The tradition- 
al reliance on profit may be misplaced since profit is too easily shifted between jurisdictions. Indeed, 
capital taxes have been introduced and expanded because of difficulties in taxing profits - particular- 
ly in the banking and financial sector. It is more difficult to manipulate figures on payroll, property 
and capital to avoid those taxes. 


The social investment fund then should rely heavily on special capital taxes with an appropriate 
exemption for small business. 


Some concluding observations. We have outlined the scope of public investments required to address 
child poverty and improve the living standards of working families. There remains however a critical 
national challenge in addressing deficiencies in the labour market. We cannot continue to have work- 
ing families rely on a labour market of high unemployment, deficient wages at lower ends, insufficient 
hours of work, and a decreasing stability of jobs. There is a critical role for employers in contributing 
to the conditions of well-being for children and families. The more deficient the lower ends of the 
labour market, the more strain there is on family lives, and the greater the cost of a Comprehensive 
Child Benefit System. Generally forgotten is that portions of public spending on income support pro- 
grams represents the social costs of labour market failures, for which all of us must pay. 


The ultimate responsibility for assuring all children the conditions of well-being belongs to each of us 
as citizens, employers, neighbours, and parents (National Forum on Family Security, 1996). The qual- 
ity of our common life across the nation and in our settlements will reflect how well we have hon- 
oured this trust. 
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Crossroads for Canada 


e are entering the post deficit period in Canadian life. Both the federal government and the 

provinces now project balanced budgets by the start of the next century. With the growth of 

public debt about to be contained, a debate is developing on what directions governments 
should pursue. While the options available might be more limited than in previous decades, the path we 
chart will be critical to the vitality and well being of Canada into the next century. 


Some early proposals are emerging. A political segment in the country is claiming a reward for endur- 
ing through the difficult period of fiscal retrenchment, and insisting on a general tax cut as the divi- 
dend due them. In Ontario the reward is already being provided before the fiscal achievement has 
taken place. 


General tax cuts lead to regressive redistributions of income. They tend to privilege the already priv- 
ileged. Progressive taxation takes more from those who have more - reductions in progressive taxa- 
tion give back more to those who have more. It is unclear why advantaged and affluent Canadians 
are due any rewards since they were largely insulated from the financial hardships of public spending 
cuts. The focus of public concern should be on ways to alleviate the burdens of working families and 
young adults who have borne the brunt of difficult times. 


General tax cuts also make little economic sense. Placing too much income into the wrong hands can 
impede a sustained recovery. In a period of low interest rates, the trigger for a strong recovery rests 
in widening the distribution of demand rather than concentrating it even further among upper income 
groups. It is clearly in the public interest to see additional income placed with those 


most likely to spend in Canada on the essentials of life rather than with those more “The focus of public con- 


likely to travel, invest, and live off shore. 


Other post deficit proposals would have us accelerate the pace of debt reduction 
over the next two decades, going beyond balanced budgets to create annual bud- 
getary surpluses. The International Monetary Fund (1996) estimates that Canada 
would require annual surpluses of 3% in order to reduce the debt to 30% of GDP 
by the year 2010. Furthermore, the IMF insists that these surpluses be generated 
through additional reductions in public expenditures rather than public revenue 
increases. In the case of Canada, this could amount to additional government cuts 


cern should be on ways to 
alleviate the burdens of 
working families and young 
adults who have borne the 


brunt of difficult times.” 


of billions of dollars. The promises offered by the IMF are higher rates of econom- 
ic growth [but the IMF never spells out the social distribution of employment and income gains], and 
lower tax rates for the next generation. 


Canadians deserve a more intelligent set of options. General tax cuts will limit the ability of govern- 
ments to act on important public requirements, and deepen already polarized income distributions. 
The economic arguments for accelerated debt reduction are thin, and the social implications of fur- 
ther public spending cuts are ominous. Once public budgets are balanced, and stay balanced, debt as 
a proportion of GDP will decline with economic growth and the continuation of lower interest rates. 
Marginally higher increases in aggregate economic growth are no longer sufficient indicators of 
national well being, if significant numbers of Canadians are left behind, and we become a hopeless- 
ly divided country. General tax cuts and accelerated debt reduction, individually or together, are an 
agenda for social misery in Canada. 
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Recent international reports and studies [World Economic Forum 1995; United Nations Development 
Programme 1996; Putnam 1993; Sen 1994] stress the importance of social cohesion for countries that 
hope to sustain economic vitality and national well being in the global era. Cohesion emerges when 
domestic disparities in living conditions are limited, social networks of trust exist across generations, 
societies are committed to the healthy development of all children, and opportunities for participation 
and contribution are promoted. Economic and social innovation rests on the talent 


“Social cohesion does not 


emerge through the articula- 


and capacities within the population [human capital] and in civic environments 
where there are diverse and active forms of social engagement [social capital]. 


Social cohesion does not emerge through the articulation of sentiments, or a 


tion of sentiments, or a re- "eliance on invisible forces. Its presence reflects the will of a nation to invest in its 
' 


human and civic resources even during difficult times. In Canada, we have been 


liance on invisible forces. Its struggling to put our fiscal house in order after two decades of neglect. We have 
presence reflects the will of a done so while allowing our social deficits to grow. Families sometimes have to trim 


living expenses when budgets are pressed, but know that essentials must be pro- 


nation to invest in its human tected and even enhanced where possible. As a nation, we must also learn how to 


and civic resources even dur- 


meet both challenges - prune where required, and invest where essential. 


The perils of excessive retrenchment without corresponding strategies of reinvest- 


ing difficult times. ment are now being recognized in parts of the corporate sector. Stephen Roach 
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(1996), chief economist for the New York investment house of Morgan Stanley, con- 
tends that an exclusive corporate focus on downsizing confuses efficiency gains with productivity 
enhancements. Excessive hollowing out of core capacities can squander the ultimate benefits of 
restructuring. Roach offers the following caution: 


"While the need to eliminate bloat is indisputable, such strategies can go too far. indeed, 
the theory of sustained productivity enhancement argues that downsizing must eventu- 
ally be followed by rebuilding . . ." 


Canada is once more at a crossroads. The national challenge we face in the post deficit period is 
whether we hollow the country, or invest and rebuild for the future. The roads to national competi- 
tiveness in the global era are far more complex than the advocates of low wage and low tax regimes 
would have us believe. There are technologically advanced and globally dynamic economies in the G- 
7 group (Germany, Japan, France) with far higher growth rates in public revenue than Canada, and 
higher corporate contributions. Critics of tax levels in Canada relative to those in the United States 
consistently neglect to cite the 35% cost advantage to Canadian producers in the exchange rate, 
which can allow us to have higher public revenue levels while remaining competitive in North 
American markets (KPMG, 1995). 


The origins of the deficit crisis go back to the mid seventies when we lost the will to maintain public 
revenue levels essential to pay for the social programs we wanted. The social costs of the recession 
in the early eighties added to a rapidly growing deficit. When taxes were raised in the late eighties, 
we were paying for compounding debt charges and not for new programs. We have allowed two 


decades to go by without undertaking any significant set of new public investments to secure our 
future. 


Sound public investments made in the sixties have served us well. We invested in essential infra- 
structure, cleared our cities of slums, developed a high standard of public services across the country, 
and started to construct national social security systems. Today, the world acclaims the basic quality 
of life in our country. Our cities are cited as global models. Unfortunately, we are proving to be poor 
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stewards of what we received. We have been drawing off the legacy but have done little to replen- 
ish or renew the stock. 


The persistence of child poverty in Canada, second highest in the industrialized world, is a painful 
reminder of how remiss we have been in managing our fiscal affairs and caring for families. Advocates 
of retrenchment justify hardship today as the price to pay for protecting the adults of tomorrow from 
a burden of debt. But what is to be the fate of the children of today growing up in disparity and 
despair in these grand strategies for a burden free future? And will the future be so burden free if 
large numbers of young people carry the destructive legacies of poverty today into their adult life? 


The undue haste with which some segments of the country have already appropriated the dividends 
of the post deficit period for themselves is somewhat alarming. Common to their approaches is an 
abdication of any responsibility to invest in the current generation of young people. They console 
themselves with pieties on the cultural failures of vulnerable families - dependency, divorce, delin- 
quency, drugs, teen parenthood and whatever other stereotypes they import from American sources. 
They are insensitive to the erosion of living standards faced by growing numbers of working families. 
They disregard thirty years of research on the importance of early development, as 


junior kindergartens are eliminated and child care work is diminished. They saddle “A country with the nation- 


young people in colleges and universities with debts unknown by previous genera- 


tions, a burden which must be carried into the most volatile labour market since the al wealth of Canada cannot 


depression. 


continue to ignore child 


Prior generations of Canadians met their responsibilities to invest in the future of the 


country, sometimes under far more difficult circumstances. The introduction of P overty by pleading collec- 
unemployment insurance, family allowances, adult vocational training, national tive poverty. It is not a cred- 


family housing programs, hospital care insurance were public investments made by 


a generation of Canadians who had come through the ravages of the depression ible plea.” 
and the hardships of war. These investments took place at a time when public debt 


had reached record levels, and the future of the economy was uncertain. But it was a period of intense 
commitment to Canada and solidarity among Canadians. There was a common mission of national 
reconstruction to prepare Canada for the challenges of peace. 


We are similarly challenged today. The new era of global trade will reward those countries with capac- 
ities for innovation who have invested in the well being of their children (Romer, 1994). Clearly, par- 
ents bear a major personal responsibility for the quality of care and guidance of their children. Equally 
clear, however, is that as a society we bear a common responsibility for the quality of the social envi- 
ronments in which parents must meet their responsibilities. Many are quick to lecture parents on fail- 
ures of personal responsibility. We have been less prepared to assess ourselves in how we have dis- 
charged our common responsibilities. 


The national partners of Campaign 2000 believe that we must make social investments in children and 
families the national priority for the post deficit period. A country with the national wealth of Canada can- 
not continue to ignore child poverty by pleading collective poverty. It is not a credible plea. 
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